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Summary 

The Overseas Private Investment Corporation (OPIC) is an independent U.S. government agency 
that provides political risk insurance, financing (direct loans and loan guarantees), support for 
private equity investment funds, and other services to promote U.S. direct investment in 
developing countries and emerging economies that will have a development impact. Congress has 
authorization, appropriations, oversight, and other legislative responsibilities related to the agency 
and its activities. Congress does not approve individual OPIC transactions. However, it places 
statutory requirements on OPIC’s activities, such as those related to economic and environmental 
impacts of projects. OPIC’s governing legislation is the Foreign Assistance Act of 1961 (P.L. 87- 
1 95) as amended. 

OPIC’s Programs and Activities 

OPIC’s programs are intended to promote U.S. private investment by mitigating risks, such as 
political risks (including currency inconvertibility, expropriation, and political violence), for U.S. 
firms making qualified investments overseas. Its authority to guarantee and insure U.S. 
investments abroad is backed by the full faith and credit of the U.S. government. U.S. foreign 
policy objectives guide OPIC activities. 

OPIC operates in over 150 countries around the world and across a range of economic sectors. 
Since it began operations in 1971, OPIC has funded, guaranteed, or insured more than $200 
billion in investments. In FY2012, OPIC provided $3.6 billion in new market-based financing and 
political risk insurance to U.S. businesses. 

Budget 

OPIC’s budget is self-sustaining from its own revenues, which include user fees and interest from 
U.S. Treasury securities. However, Congress annually sets OPIC’s maximum spending levels for 
its administrative and program expenses. For FY2012, Congress provided $54.99 million for 
OPIC’s administrative expenses and authorized a transfer of $25 million from OPIC’s noncredit 
account to conduct its credit and administration programs. President Obama’s budget proposal for 
FY2014 requested $71.8 million for OPIC’s administrative expenses and a transfer of $3 1 million 
from OPIC’s noncredit account to conduct its programs. 

Reauthorization and Other Issues for Congress 

The 1 13 th Congress may take up a number of issues related to OPIC, chief of which could be a 
debate about whether or not to renew OPIC’s authority and, if so, under what terms. The most 
recent long-term, stand-alone reauthorization of OPIC was through legislation passed in 2003 
(P.L. 108-158), which reauthorized OPIC through November 1, 2007. Since then, Congress has 
extended OPIC’s authority through annual appropriations vehicles for varying periods of up to a 
year. The FY2013 full-year continuing resolution (P.L. 113-6) extends OPIC’s authority to 
conduct its credit and insurance programs through FY2013. Congress also may examine the 
policy debate related to OPIC’s mission, the statutory conditions on OPIC’s support for 
investments, and the agency’s organizational structure. 
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Introduction 

The Overseas Private Investment Corporation (OPIC) is an independent U.S. government agency 
that seeks to promote economic growth in developing and emerging economies through the 
mobilization of private capital, in support of U.S. foreign policy goals. OPIC is often referred to 
as the U.S. government’s development finance institution (DFI). Its governing legislation, the 
Foreign Assistance Act of 1961 (P.L. 87-195), as amended, directs OPIC to “mobilize and 
facilitate the participation of United States private capital and skills in the economic and social 
development of less developed countries and areas, and countries in transition from nonmarket to 
market economies... under the policy guidance of the Secretary of State.” 1 

OPIC works to fulfill its mandate by providing political risk insurance, finance (loans and 
guarantees), support for private equity investment funds, and other services to promote U.S. 
investment in over 150 counties around the world. OPIC’s services are intended to mitigate the 
risks affecting U.S. international investment, such as political risks (including currency 
inconvertibility, expropriation, and political violence), for U.S. firms making qualified 
investments overseas. Since 1971, OPIC programs have supported more than $200 billion of 
private investment in over 4,000 projects around the world. OPIC’s activities are driven by 
private sector demand in investing overseas. 

Although OPIC is not charged directly with promoting U.S. exports, OPIC’s activities may 
nevertheless contribute to U.S. exports and employment. 2 OPIC is a member of the Export 
Promotion Cabinet, created under President Obama’s National Export Initiative (NEI), a plan to 
double U.S. exports by 2015 to support U.S. jobs. By OPIC’s estimates, since 1971, its activities 
have helped to generate $75 billion in U.S. exports and support more than 277,000 American 
jobs. 3 

Congress does not approve individual OPIC projects, but has authorization, appropriations, 
oversight, and other legislative responsibilities related to the agency and its activities. Congress 
authorizes OPIC’s ability to conduct its credit and insurance programs for a period of time chosen 
by Congress. Congress can amend or change OPIC’s governing legislation as it deems 
appropriate. Congress approves an annual appropriation for OPIC that sets an upper limit on the 
agency’s administrative and program expenses, which are covered by OPIC’s own funds. The 
Senate confirms Presidential appointments to OPIC’s Board of Directors and to the OPIC 
positions of President and Executive Vice President. 

This report provides: (1) a background on OPIC’s origins and program operations; (2) discussion 
of the international development finance context; and (3) analysis of key issues for Congress 
related to OPIC. 



*22 U.S.C. §2191. 

“ For additional information, see OPIC’s website: http://www.opic.gov/. 

3 OPIC, OPIC 2012 Annual Report, http://www.opic.gov/sites/default/files/files/OPIC_2012_Final.pdf. It should be 
noted that a combination of factors, such as macroeconomic factors and global economic developments, generally 
determine a nation's level of exports. 
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OPIC Background and Operations 



Origins 

Created under the Foreign Assistance Act of 1961 (P.L. 87-195) as amended, OPIC was 
established in 1969 and began operations in 1971 as a development finance institution amid an 
atmosphere of congressional disillusionment overall with U.S. aid programs, especially large 
infrastructure projects. In his first message to Congress on aid, President Nixon recommended the 
creation of OPIC to assume the investment guaranty and promotion functions that were being 
conducted by the U.S. Agency for International Development (AID). President Nixon also 
directed that OPIC would provide “businesslike management of investment incentives” to 
contribute to the economic and social progress of developing nations. 4 

In creating OPIC, the Nixon Administration indicated that it was not attempting to end official 
U.S. foreign assistance, because “private capital and technical assistance cannot substitute for 
government assistance programs,” a combination that can provide, “official aid on the one hand, 
and private investment and technical assistance on the other.” Private investment activities, 
however, were meant to complement the official assistance programs and, thereby, multiply the 
benefits of both. In addition, market-oriented private investment was viewed as an antidote to the 
government-oriented aid projects that were considered by some to be costly and inefficient. OPIC 
was created as a first step in the eventual overhaul of the entire U.S. aid program. In 1973, this 
overhaul was completed as the United States largely abandoned infrastructure building and other 
large capital projects in favor of humanitarian aid to meet basic human needs. 



Programs 

OPIC operates three main programs — insurance, finance, and investment funds — that are 
intended to promote U.S. private investment in less developed countries by mitigating risks, such 
as political risks, for U.S. firms making qualified investment overseas. OPIC’s authority to 
guarantee and insure U.S. investments abroad is backed by the full faith and credit of the U.S. 
government and OPIC’s own financial resources. OPIC provides financing and insurance 
coverage of up to $250 million per project. 

Political Risk Insurance 

OPIC provides political risk insurance (PR1) to safeguard investments against certain political 
risks involved in investing in developing countries. OPIC often is considered to be one of the 
pioneers of PRI for developing countries; it provided such support when private sector markets 
were not well-developed. Historically, OPIC’s insurance activities accounted for the bulk of its 
portfolio. In recent years, however, the share of insurance in OPIC’s total portfolio has declined 
to around 20%. This shift is due to a number of factors, including the greater role of the private 
sector in providing PRI for developing countries as well as the rise of other development finance 



4 Public Papers of the Presidents: Richard Nixon, Washington, U.S. Government Printing Office, 1969. p. 412. 
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institutions in this space, including the World Bank’s Multilateral Investment Guaranty Agency 
(MIGA). Nevertheless, OPIC’s PRi program remains active. 5 

OPIC insures investments against three broad areas of political risk: 

• Currency inconvertibility coverage compensates investors if new currency 
restrictions are imposed which prevent the conversion and transfer of remittances 
from insured investments, but it does not protect against currency devaluation. 

• Expropriation coverage protects U.S. firms against the nationalization, 
confiscation, or expropriation of an enteiprise, including actions by foreign 
governments that deprive an investor of fundamental rights or financial interests 
in a project for a period of at least six months. This coverage excludes losses that 
may arise from lawful regulatory or revenue actions by a foreign government and 
actions instigated or provoked by the investor or foreign firm. 

• Political violence coverage compensates U.S. citizens and firms for property and 
income losses directly caused by various kinds of violence, including declared or 
undeclared wars, hostile actions by national or international forces, civil war, 
revolution, insurrection, and civil strife (including politically motivated terrorism 
and sabotage). Income loss insurance protects the investor’s share of income 
from losses that result from damage to the insured property caused by political 
violence. Assets coverage compensates U.S. citizens and firms for losses of or 
damage to tangible property caused by political violence. OPIC also has a 
number of special programs that protect U.S. ha nks from political violence. This 
type of insurance reduces risks for banks and other institutional investors, which 
allows them to play a more active role in financing projects in developing 
countries. Specialized types of insurance coverage also are available for U.S. 
investors involved with certain contracting, exporting, licensing, or leasing 
transactions that are undertaken in a developing country. 

OPIC’s PRI is available to U.S. citizens, U.S. firms, or to the foreign subsidiaries of U.S. firms as 
long as the foreign subsidiary is at least 95%-owned by a U.S. citizen. According to OPIC, such 
insurance is available for investments in new ventures or in expansions of existing enterprises, 
and can cover equity investments, parent company and third party loans and loan guarantees, 
technical assistance agreements, cross-border leases, assigned inventory or equipment, and other 
forms of investment. 

Investment Finance 

OPIC’s finance program has grown to represent the largest area of OPIC activity. It operates like 
an investment bank, customizing and structuring a complete package for individual projects in 
countries where conventional financing institutions often are unwilling or unable to lend on a 
basis that is competitively advantageous for investors. The finance program is carried out through 
two departments, one that focuses on projects involving small- and medium-sized enterprises 
(SMEs, businesses with fewer than 500 employees and annual revenues of under $250 million) 
and the other for larger U.S. businesses (with more than 500 employees and annual revenues of 



5 More information on OPIC’s political risk insurance program is available at: http://www.opic.gov/what-we- 
offer/political-risk-insurance. 
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over $250 million) participating in large-scale capital projects, such as infrastructure, 
telecommunications, power, water, housing, airports, hotels, high-technology, financial services, 
and natural resource extraction industries. 6 

To obtain OP1C financing, the venture must be commercially and financially sound and have 
some portion of U.S. ownership. Projects may be wholly owned by U.S. companies, foreign 
subsidiaries of U.S. companies, or joint ventures involving local companies and U.S. sponsored 
firms. In the case of a joint venture involving existing firms, the U.S. investor generally is 
expected to own at least 25% of the equity of the project. For new ventures, financing may be 
equal to 50% of the total project cost; a larger share is possible for certain projects. 

The amount of OPIC’s participation may vary taking into consideration financial risks and 
benefits. In general, OP1C will not support more than 75% of the total investment. OPIC provides 
financing to investors through two major programs: direct loans and loan guarantees. 

• Direct loans generally range between $350,000 and $50 million, although they can be 
more in certain cases. Direct loans are available only for ventures sponsored by, or 
significantly involving, U.S. SMEs or cooperatives (such as joint ventures). 

• Loan guarantees typically are used for larger projects, ranging in size up to $250 
million, but in certain cases can be higher. OPIC’s guarantees are issued to financial 
institutions that are more than 50%-owned by U.S. citizens, corporations, or partnerships. 
Rates and conditions on loans and guarantees depend on financial market conditions at 
the time and on OPIC’s assessment of the financial and political risks involved. 
Consistent with commercial lending practices, OPIC charges up-front, commitment, and 
cancellation fees, and reimbursement is required for project-related expenses. 

As part of its emphasis on U.S. small business investors, OPIC established the Enterprise 
Development Network (EDN) in June 2007. Under the EDN, OPIC collaborates with 
participating financial intermediaries to expand access of small businesses to OPIC-supported 
products and services. 7 

Investment Funds 

OPIC supports and mobilizes risk capital by providing debt capital for the creation of privately- 
owned and privately-managed equity investment funds. These funds make direct equity and 
equity-related investments in portfolio companies in new, expanding or privatizing economies of 
developing or emerging markets. In most instances, OPIC provides up to one-third of the fund’s 
total capital, and receives debt returns on its investment. OPIC supports these funds in situations 
where U.S. firms either cannot allocate or cannot raise sufficient capital to start or expand their 
businesses overseas. OPIC solicits these funds through a competitive “Call for Proposals” process 
that seeks investment funds focusing on the agency’s development priorities, particularly in areas 
where investments have been difficult to obtain. OPIC uses the “Call for Proposals” process to 
select fund managers with private equity investment capability and experience. OPIC-supported 



6 More information on OPIC’s financing program is available at: http://www.opic.gov/fmancing. 

7 More information on OPIC’s Enterprise Development Network is available at: see http://www.opic.gov/doing- 
business/edn. 
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